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COST ACCOUNTING STANDARDS BOARD
Substantial modifications in the proposed revisions concerning contract coverage
and the filing of Disclosure Statements have been issued by the Board (see the
2/8/80 Fed. Reg., pp.8677-86). Prior revisions to remove obsolete material,
increase clarity and achieve greater consistency of language have been
retained. The Board believes that the regulations as new revised will lead
to simpler administration of its regulations. Comments are sought by 3/10/80.
For further information contact Noah Minkin at 202/275-5940.
FEDERAL COMMUNICATIONS COMMISSION
The U.S. Court of Appeals for the District of Columbia Circuit has been asked
to review an FCC order to release an audit report on international carriers
and other international communications matters prepared by the Audit Branch
of the Common Carrier’s Accounting and Audits Division by the Western Union
Telegraph Company. The report found that International Record Carriers,
IRC’s, have been earning high returns on their international Telex services
and their books of account and supporting records were in such disarray as
to preclude a rate case with respect to all or any one of them within a
reasonable time at a reasonable cost. The staff report attributed part of
the problem to the present Uniform System of Accounts which, as applied to
the IRCs, was not only outdated, but not even uniformly applied. It said
not even improving the existing Uniform System of Accounts would provide
cost of service information which could be obtained only by developing a
sophisticated, complete set of cost allocation procedures. The report
recommended that the Commission address international issues in the
context of the industry as a whole, not by tackling narrow individual
problems on an ad hoc basis.
FEDERAL TRADE COMMISSION
The Senate, by a vote of 77-13, passed its version of the FTC authorization and
reform bill on 2/7/80. The Senate version, S.1991, was originally intro
duced by Sen. Wendell Ford (D-Ky) on 11/8/79, but full floor consideration
was reportedly blocked until last week because of anticipated amendments
which would have severely weakened FTC power. The companion bill, HR 2313,
was passed by a substantial margin in the House on 11/27/79. The House bill
provides FTC financial authorization, procedural reforms, and a legislative
veto over FTC rules by either House or Senate. Additionally, the House
bill proscribes FTC activity related to the funeral industry and agricultural
cooperatives. In addition to authorizations, the Senate version halts the FTQ
inquiry into children's TV advertising ("kid-vid") and proscribes FTC activity
related to insurance industry practices and product standards. Prior to final
passage, the Senate defeated proposals to provide a legislative veto similar
to the House version, and to exclude certain professions from FTC jurisdiction.
The Senate bill contains a "two-House veto subject to presidential approval"
which some FTC critics characterize as meaningless. The Senate version of
the "veto" is certain to result in substantial controversy when House-Senate
conferees meet in a few weeks to reconcile the two bills. Although President
Carter has threatened to veto any bill containing a single-House veto, such
as in the House bill, it is less than certain that the House conferees will
go along. The possibility of no agreement arising from the Conference would
require additional Congressional action to provide operating funds for the
FTC.
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HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF
An audit guide for public accounts in the auditing operations of issuers of
GNMA guaranteed mortgage backed securities is in preparation by the Office
of the Inspector General (see the 2/5/80 Fed. Reg., pp. 7978-89). The guide
would describe the audit work to be performed by a public accountant at
the issuer's office and at the office of its custodians. Furthermore,
the guide would require that the auditor report to the GNMA, through the
issuer, on the issuer's compliance with GNMA's requirements. This and other
significant regulations under development and review through 7/31/80 have been
published for comment in the Department's third semiannual agenda. For
additional information on the audit guide contact Leonard Wolin at 202/7556361. Public comment on the agenda should be submitted to the Rules Docket
Clerk.
JUSTICE, DEPARTMENT OF
The new Office of Professional Responsibility Record Index System will be exempt
from certain provisions of the Privacy Act under a proposal by the Department,
(see the 2/5/80 Fed. Reg., pp.7820-1). The exemption is suggested in cases
where a request for access to a complaint file is made prior to administrative
resolution of the complaint. Comments are sought by 3/6/80. For further
information contact William Snider at 202/633-3452.
LABOR, DEPARTMENT OF
Labor organizations with annual receipts of less than $100,000 are new permitted
to file the financial report required by the Labor-Management Reporting and
Disclosure Act on a simplified Form IM-2, (see the 2/1/80 Fed. Reg., p.7525).
The current regulations provide that labor organizations with less than
$30,000 annual receipts may file Form LM-3. The rule is effective as of
3/3/80. For further information contact Herbert Raskin at 202/523-7373.
Asset definition for employee benefit plans under ERISA will be the subject
of a Department hearing on 2/27/80, (see the 2/1/80 Fed. Reg., p.7521).
The hearing is being conducted to discuss proposed regulations which would
clarify what will be regarded as assets of a plan under ERISA and provide
certain exemptions from the requirement that assets of a plan be held in
trust. The comment period for the proposals has been reopened until 2/27/80.
For additional information contact Robert Bitticks at 202/523-8620.

OFFICE OF MANAGEMENT AND BUDGET
"A government wide program to coordinate federal information polices with the goal
of easing reporting requirements and eliminating duplication" has been
introduced by Rep. Jack Brooks (D-Tex). The Paperwork Reduction Act of 1980,
HR 6410, would set up an Office of Federal Information Policy in the OMB
to formulate and implement centralized policy making on federal information
polices, the use of technology to streamline the information flows of federal

programs, and reviews of agency information-gathering proposals. According
to Rep. Brooks, the administrator's task would be to ensure that the reporting
burden on the public is being minimized and that information, other than that
controlled by private statutes, would be available to the public.
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The establishment of an interagency employee benefits council to serve as a
mechanism for policy formation is the recommendation of the CMB's task force
on Reorganization Plan No. 4 on the administration of the pension reform law.
According to John McGruder, head of the task force, the council’s primary
function would be policy formation "across the complete spectrum of ERISA."
Although the Council would be free to propose and discuss regulations, they
would have no final authority over them. Additionally, the council would
issue an annual report to the President and have the ability to establish
task forces and hold hearings but have no veto power over federal agencies.
Secretaries of Labor and Treasury are to be the co-chairman while other
members will represent PBGC, GMB, DOC, DOJ, SEC, FTC, SBA, and the President's
Commission on Pension Policy.
SECURITIES AND EXCHANGE COMMISSION
The comment period for proposed amendments to tender offer rules has been
extended by the Commission to 2/15/80 (see the 2/7/80 Fed. Reg., p.8313).
In addition to the amendments, a recission of Rule 10b-13 is under
consideration. If adopted, the proposals would: provide a definition
of the term "tender offer"; establish certain antifraud provisions concerning
trading by certain individuals on the basis of material not made by tender
offer. The proposals are applicable to any tender offer and would implement
and augment the present statutory requirements. Comment letters should refer
to File No. S7-812 and be submitted in triplicate to George Fitzsimmons,
500 N. Capitol St., Washington, D.C. 20549.
TREASURY, DEPARTMENT OF
Audit guidelines for state and local governments receiving entitlement funds under
the State and Local Fiscal Assistance Act of 1972, have been issued by the
Office of Revenue Sharing, (see the 2/7/80 Fed. Reg., pp.8296-97). Recipient
governments receiving at least $25,000 for each entitlement period are
required under Section 123(c) of the Act to perform an independent audit to
determine compliance with the Act and its regulations. While under Section
51.101(d) of the regulations a recipient government may elect to use audit
provisions established under state and local law under the condition,
clarified under the present ruling that if an election is made under Section
51.101 the compliance audit must be performed to satisfy the requirements
of Section 123 (c) of the Act. This ruling should eliminate any question
arising when local rules do not require the compliance audit. The ruling
was issued effective 2/7/80. For additional information, contact Jacqueline
Jackson at 202/634-5182.
A checklist of all charitable organizations in the U.S. has been compiled and
published by the IRS. The list provides taxpayers the ability to determine
whether their contributions to organizations are tax deductible. All of
the organizations in the publication have been certified by the government
as "charitable", thus making the contributions to them deductible. Contributions
to organizations not included in the list will not be accepted as deductions
under the Internal Revenue Code of 1954. The "Cumulative List of Organizations",
publication 78 Rev. 1-80, is available from the Superintendent of Documents,
U.S. Government Printing Office, Washington, D.C. or call 202/783-3238.
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discriminatory language and bring certain provisions of the SPR up to date
(see the 2/1/80 Fed. Reg., pp.7250-59). The revisions fall into the
following categories: conforming amendments, amendments deleting out of
date material, amendments to procedures, amendments deleting discriminating
language and miscellaneous amendments. The amendments also reflect the
delegation of authority within the Bureau of Alcohol, Tobacco and
Firearms. For further information contact Benedetta Kissel at 202/566-3458.
A modification of deposit requirements for social security and withheld
incane taxes to reduce the administrative burden for small and medium
sized employers, has been proposed by the IRS, (see the 2/8/80 Fed. Reg.,
pp.8666-68). The proposed rules, under Section 6302(c) of the Internal
Revenue Code, would be effective 1/1/81 and allow employers with aggregate
employment taxes of under $500 during a calendar quarter to submit such
taxes with their quarterly returns. Deposit requirements for employers
with aggregate undeposited taxes of $500 but less than $1000 in a calendar
quarter will also be eased; beginning on 1/1/81 such employers will be
permitted to deposit those taxes quarterly. Another proposed new rule
would provide relief to employers whose aggregate amount of social security
and withheld income taxes required to be paid with respect to each of the
preceeding 4 calendar quarters was less than $13,000. Beginning on 1/1/81
such employers need not make deposits more often than monthly. The proposed
rule seek to assist larger employers by providing a "safe haven" for monthly
depositors by considering these employers to be in compliance if 1) they
deposit at least 95% of the aggregate taxes with respect with wages paid
the month and any preceeding month in the quarter for which no deposit
was required and 2) they deposit any unpaid amount due by specific dates.
Comments are sought by 4/8/80. For additional information contact John
Tolleris at 202/566-3294.
Temporary regulations regarding "quick refund" under claim of right adjustment
were issued by the IRS for applications filed after 11/5/78, (see the
2/7/80 Fed. Reg., pp.8295-96). The regulation under Section 6411(d) of the
Code provides for refund of overpayment of tax under Section 1341(d)(1) but
establishes a "quick refund procedure," under the quick refund request, filed
on Form 1139 for corporations or Form 1045 for other taxpayers. The IRS
must review the application, determine the amount of overpayment and apply,
credit or refund the overpayment within 90 days after filing. Taxpayers
are not required to use the "quick refund" and may continue to use the
normal procedure under Section 6402. For additional information contact
Richard Mull at 202/566-3458.
SPECIAL:

"LIFO" OR "CASH" FOR SMALL BUSINESS: HEARINGS THIS WEEK

Inventory accounting and its relation to capital formation burdens will be the
topic of hearings this week before the Access to Equity Capital Subcommittee,
2/12 and 2/13/80. According to subcommittee Chairman Rep. Henry Nowak (D-NY),
the "LIFO" method of inventory accounting creates burdensome recordkeeping
requirements and substantial costs for the small businessman. Opponents of a
switch to the "cash" method are expected to argue that such a move would
potentially result in tax shelter abuses and would contrary to GAAP.
Proponents, including Rep. Nowak, are reportedly ready to argue that the
current system favors those businesses with the ability to pay "highly
paid tax professionals." The hearings will commence at 9.30 a.m. in Roo m
2359 of the Rayburn House Office Building.

-5-

For additional information contact:
Gina Rosasco, Jim Kovakas, Nick Nichols
or Teresa Travers
202/872-8190
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